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implementation  stage;  most  of  these  projects  were  small 
(30-40  megawatt)  power  plants  in  export  processing  zones 
(EPZs ) . 

GOB  WEAKNESSES  DISCOURAGE  INVESTMENT 


1[6 . (C)  Bangladesh  still  had  many  obstacles  to  overcome  in 

transforming  its  investment  environment,  Samad  said.  The 
U.S. -trained  economist  criticized  "protectionist  elements"  in 
Bangladesh  government  and  society  that  continued  to  favor 
-state  control  of  certain  sectors  of  the  economy,  despite  many 
examples  of  public  sector  economic  failures  in  Bangladesh. 
Samad  described  the  frustration  he  and  others  in  the  GOB  had 
experienced  with  the  Minister  of  Industries,  who  also  heads 
Bangladesh's  Communist  Party.  According  to  Samad,  the 
Industries  Minister  was  blocking  the  efforts  of  senior  GOB 
officials  to  divest  the  government  of  failing  state-owned 
enterprises . 

117 . (C)  Samad  agreed  with  the  Ambassador's  assessment  that 

rent-seeking  continues  to  slow  economic  growth  and  investment 
in  Bangladesh.  "We  are  learning  the  lessons  of  the  past  and 
need  to  bring  down  the  costs  of  doing  business,"  the  Chairman 
said . 

INVESTMENT  LEVELS  STILL  COMPARATIVELY  LOW 


1[8 . (C)  Bangladesh  had  a long  way  to  go  in  building 

investment,  including  attracting  foreign  investment,  Samad 
told  the  Ambassador.  The  numbers  echo  Samad 's  assessment. 
Annual  foreign  direct  investment  (FDI)  flows  into  Bangladesh 
ranged  between  USD  600  and  800  million  between  2005  and  2007, 
according  to  UNCTAD's  World  Investment  Report  2009.  FDI 
crossed  the  USD  1 billion  mark  in  2008,  though  most  of  the 


increase  that  year  was  the  result  of  the  USD  300  million  sale 
of  shares  in  a cellphone  company  and  did  not  represent  new 
investment.  According  to  UNCTAD,  Bangladesh's  FDI  inflows 
for  the  last  three  years  are  lower  than  Vietnam  or  Pakistan, 
but  slightly  higher  than  Sri  Lanka.  Bangladesh's  central 
bank  registered  USD  573  million  in  new  FDI  between  January 
and  July  2009. 

COMMENT 


1[9 . (C)  Samad  was  Prime  Minister  Sheikh  Hasina's  top  civil 

servant  during  her  1996-2001  government.  He  is  a sharp 
economist,  who  knows  his  way  around  Bangladesh  politics  and 
the  GOB  bureaucracy.  He  is  close  to  the  Prime  Minister's 
Energy  Advisor  Tawf iq-Elahi-Chowdhury  and  her  Economic 
Advisor  Mashiur  Rahman  from  their  days  studying  economics  at 
universities  in  Boston  and  their  GOB  service  during  Hasina's 
first  government;  in  the  corridors  of  the  GOB  the  three  are 
known  as  the  "Boston  mafia."  Samad,  Chowdhury  and  Rahman  are 
the  Prime  Minister's  top  economic  advisors  and  fortunately  do 
not  fall  into  the  "protectionist"  camp  Samad  described. 

Samad  correctly  pinpointed  the  weaknesses  in  Bangladesh's 
investment  environment.  Mission  Dhaka  will  look  for  ways  to 
support  Samad  and  the  BOI  in  creating  a favorable  environment 
for  business,  particularly  U.S.  companies.  In  the  near  term, 
we  will  coordinate  with  BOI  and  Washington  to  help  ensure  a 
strong  turnout  for  the  December  investment  roadshow. 

MORIARTY 


